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IN THE MATTER OF THE J OINT AP P LICATION
OF MATRIX TELECOM, INC., AMERICATEL
CORP ORATION, AND S TARTEC GLOBAL
OP ER.AT]NG COMP ANY FOR AP P ROVAL TO
P LEDGE THEIR ARIZONA AS S ETS  P URS UANT DE C IS IO N n o . 70184

ORDER

Open Mee ting
February 12 and 13, 2008
P hoe nix, Arizona
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11

12

13

14 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

15 Arizona  Corpora tion Commiss ion ("Commiss ion") finds , concludes , and orde rs  tha t:

B Y THE  C O MMIS S IO N:

16

17 On S e pte mbe r 13, 2007, Ma trix Te le com, Inc. ("Ma trix"), Ame rica te l Corpora tion

18 ("Ame rica te l"), a nd S ta rte d Globa l Ope ra ting Compa ny ("S ta rte c," a nd toge the r with Ma trix a nd

19 Ame rica te l, the  "Applica nts ") tile d with the  Arizona  Corpora tion Commis s ion ("Commis s ion") a n

20 a pplica tion  for a pprova l to  p le dge  the ir Arizona  a s s e ts  a s  s e curity for ce rta in  de bt fina ncing

21

2. The  Applica nts  ca us e d notice  of the  Applica tion  to  be  publis he d in the  Arizona

FINDING S  O F FACT

22

23 Business Gazette on November 15, 2007.

24 3. On De ce mbe r 6, 2007, the  Commiss ion's  Utilitie s  Divis ion S ta ff ("S ta ff") file d a  S ta ff

25 Report recommending conditiona l approval of the  request for encumbrance  of asse ts .

26 4. Ma trix is  a  Te xa s  corpora tion a uthorize d by the  Commis s ion to provide  compe titive

27 re sold loca l e xcha nge  a nd compe titive  cla s s ifica tion se rvice s  unde r De cis ion No. 68343 (De ce mbe r

28 `

S:\BMartin\Telecom\Financing\MatTixEncumb.070526.doc

1.

1



v

DOCKET no. T-03228A-07-0526 ET AL.
1.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

9, 2005), competitive  resold inte rexchange  except loca l exchange  te lecommunica tion se rvices , under

Decis ion No. 65926 (May 16, 2003), and facilitie s -based loca l exchange  te lecommunica tion se rvices ,

unde r De cis ion  No. 69944 (Octobe r 16 , 2007). Curre ntly, Ma trix' imme dia te  pa re nt is  MTAC

Holding Corpora tion ("MTAC"), which is  a  wholly-owne d s ubs idia ry of Ene rgyTRACS  Acquis ition

Corpora tion ("Ene rgyTRACS "), which in  tum is  a  wholly-owne d s ubs idia ry of P la tinum Equity.

P la tinum Equity is  a  De la wa re  limite d lia bility compa ny.

Ame rica te l is  a  De la wa re  corpora tion a uthorize d by the  Commis s ion to  provide

compe titive  intra s ta te  te le communica tion s e rvice s  unde r De cis ion No. 61054 (Augus t 6, 1998).

MTAC holds  a  95 pe rcent inte re s t in America te l.

S ta rte c is  a ls o a  De la wa re  corpora tion. The  Commis s ion gra nte d a  Ce rtifica te  of

Conve nie nce  a nd Ne ce s s ity ("CC&N") to  S ta rte c Globa l Lice ns ing Compa ny, a  forme r s is te r

compa ny of S ta rte c, to provide  re sold inte re xcha nge  te le communica tion se rvice s  in Arizona  unde r

De cis ion No. 63370 (Fe brua ry 16, 2001). In a  pro forma res tructuring, S ta rtec became  the  holde r of

tha t CC&N pursuant to Decis ion No. 69573 (May 21, 2007). S ta rted is  a  wholly-owned subs idia ry of

S ta rte d  G lo b a l Co mmu n ica tio n s  Co rp o ra tio n  ("S GCC"),  wh ich  in  tu m is  wh o lly-o wn e d  b y

17

16 EI'1CIlgYTR.ACS.

7.
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Matrix, America te l and S ta rtec do bus iness  in most othe r s ta tes  in addition to Arizona .

Ma trix, Ame rica te l a nd Ene rgyTRACS  a re  curre ntly joint a nd s e ve ra l co-borrowe rs

under a  Credit Agreement da ted September 14, 2006, with PCRL III Inves tments  L.P . a s  lende r. The

debt cove red by the  agreement is  in the  amount of up to $90 million dolla rs , of which $40 million is  a

te rn loa n a nd $50 million is  re volving de bt. Ma trix a nd Ame rica te l ple dge d a ll of the ir a s s e ts  a s

colla te ra l for this  indebtedness  and EnergyTRACS pledged the  Applicants ' s tock as  furthe r colla te ra l.

Unde r a  diffe re nt Cre dit Agre e me nt, S ta rte c is  a  joint a nd se ve ra l co-borrowe r a long

with  S GCC, S oa p Me rge r Corpora tion, S ta rte c Globa l Ca na dia n Holding Compa ny ("Ca na da

Holdco"), a nd HBK Inve s tme nts  L.P . a nd/or one  of its  a ffilia te s  a s  le nde r (including P CRL III

Inves tments  L.P .) ("HBK" or "Lende r"). The  S ta rtec Credit Agreement cove rs  a  debt obliga tion of up

to $43 million, compris e d of a  $40 million te rm loa n a nd up to $3.million de la ye d dra w te mp loa n.

P la tinum Equity gua ra nte e s  the  de bts . The  S ta rte d Cre dit Agre e me nt ha s  a  ma ximum te rm of 270
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1 days from July 12, 2007, and, as  such, matures  on April 8, 2008.

The  Applica n ts  now s e e k a pprova l to  p le dge  the ir a s s e ts  unde r a  re -iina ncing

tra ns a ction involving both the  Ma trix a nd Ame rica te l Cre dit Agre e me nt a nd the  S ta rte c Cre dit

Agre e me nt. The  a nlount to be  re fina nce d unde r the  te rms  of the  Ame nde d a nd Re s ta te d Cre dit

Agre e me nt ("A&R Cre dit Agre e me nt") is  up to $120 million, comprise d of a  $71.5 million te rm loa n

a nd $48.5 million in re volving cre dit. The  obliga tions  of both Ma trix a nd Ame rica te l unde r the ir

current credit agreement will rema in the  same , while  S ta rtec's  obliga tions  will change  a s  re flected in

the  A&R Cre dit Agre e me nt. Othe r pa rtie s  to the  A&R Cre dit Agre e me nt a re  MTAC, Ma trix Te le com

o f Virg in ia ,  In c . ,  Trin s ic  C o m m u n ic a tio n s  o f Virg in ia ,  In c . ,  S G C C ,  C a n a d a  Ho ld c o  a n d

Ene rgyTRACS  (colle ctive ly, "the  Co-Borrowe rs ").

l l . The  Applica nts  a nd Co-Borrowe rs  will be  joint a nd s e ve ra l co-borrowe rs  a nd the

12 credit facility will be  secured by the  Applicants ' pledged a sse ts  and gua ranteed by ce rta in of the  Co-

1 1

13 Borrowe rs .

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

12. As  re q u ire d  b y th e  Le n d e r,  th e  Ap p lica n ts  will u n d e rta ke  a  min o r co rp o ra te

reorganiza tion, with the  re sult be ing a  pro forma change  in control of S ta rtec. (See  Exhibit 'A ' to the

Applica tion.) This  re orga niza tion doe s  not implica te  Arizona  Adminis tra tive  Code  ("A.A.C.") Rl4-2-

801 re quiring Commiss ion a pprova l of the  tra ns fe r be ca use  the  Applica nts  a re  not Cla ss  A Utilitie s

nor are  any asse ts  be ing transferred as a  result of the  transfer of control.

13. The  Applica nts  fina lly a s s e rt tha t, in a ddition to e na bling the m to be tte r us e  the ir

funds , the  propos e d re -fina ncing will s e rve  the  public inte re s t in tha t it will a llow the  Applica nts  to

introduce  ne w s e rvice s  in Arizona , a llow cons ume rs  to be ne fit from compe titive  s e rvice s  a nd will

23

24

25

26

27

22 promote  compe tition.

14.

communica tions  s e rvice s  within  the  s ta te  whos e  phys ica l fa cilitie s  a re  a ls o  us e d in  providing

communica tions  s e rvice  in inte rs ta te  comme rce  a re  not re quire d to obta in a uthoriza tion from the

Commission to issue  s tocks and s tock certifica tes , bonds, notes , and other evidences of indebtedness

pa ya ble  a t pe riods  of more  tha n twe lve  months . In its  S ta ff Re port, S ta ff concluded tha t pursuant to

28
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1 15.

2

3

4

5

a uthoriza tion to e ncumbe r ce rta in utility a s s e ts . According to S ta ff, the  s ta tute  s e rve s  to prote ct

captive  cus tomers  from a  utility's  dispos ition of a sse ts  tha t a re  necessa ry for the  provis ion of se rvice ,

the re by pre ve nting a ny s e rvice  impa irme nt due  to dis pos a l of critica l a s s e ts  ne ce s s a ry to provide

se rvice .

6 16.

7

8

9

10

11

12

Based on its review of the proposed transaction, Staff determined that the pledge of

the Applicants' Arizona assets would not impair the availability of service to the customers since the

Applicants provide competitive services that are available from alternative service providers.

However, Staff recommends that, because customers who have prepaid for service or made deposits

may have exposure to losses, any authorization for encumbrances should include customer protection

for prepayments and deposits.

17.

13

14

15

16 18.

17

Staff recommends approval of the Applicants' request to pledge assets as a guarantee

or to provide other fonts of security for $120 million in debt subject to the condition that all Arizona

customer deposits and prepayments be excluded from encumbrance or, in the alternative, be secured

by a bond or an irrevocable sight draft letter of credit, which is not included in the pledged collateral.

Staff recommends that the Applicants be authorized to engage in any transactions arid

to execute or cause to be executed any documents necessary to effectuate the authorizations requested

18 in the  Applica tion.

19.19

20 20.

Staff states that there are no compliance issues with any of the Applicants .

Staff" s recommendations are reasonable and should be adopted.

21 CO NCLUS IO NS  O F LAW

22 Applicant is a public service corporation within the meaning of Article XV of the

23 Arizona Constitution, A.R.S. § 40-285.

The Commission has jurisdiction over the Applicant and the subject matter of the24

25 a pplica tion.

26

27

Notice  of the  a pplica tion wa s  give n in a ccorda nce  with the  la w.

The  e ncumbra nce  a pprove d he re in is  for the  purpos e s  s ta te d in the  a pplica tion a nd is

28 reasonably necessary for those  purposes .
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1

2 6. The  Applica n ts  a re  no t Cla s s  A Utilitie s  unde r A.A.C. R14-2-801  a nd  the re fore

3 Commiss ion approva l of the  reorganiza tion is  not required.

4 ORDER

5

6

7

8

9

10

11

12

13

14

15

16

17

18

IT IS  THEREFORE ORDERED tha t the  a pplica tion by Ma trix Te le com, Inc., Ame rica te l

Corpora tion and S ta rtec Globa l Opera ting Company for authoriza tion to encumber asse ts  a s  security

for debt financing up to $120 million a s  provided for he re in, sha ll be , and he reby is , granted, subj act

to the  condition tha t e ithe r a ll Arizona  cus tome r de pos its  a nd pre pa yme nts  a re  e xclude d from

e ncumbra nce  or, in  the  a lte rna tive , a re  s e cure d in  the  a mount of the  cus tome r de pos its  a nd

prepayments  e ithe r by a  pe rformance  bond or an irrevocable  s ight dra ft le tte r of credit, which a re  not

included in the  pledged colla te ra l.

IT IS  FURTHER ORDERED tha t Ma trix Te le com, Inc., Ame rica te l Corpora tion a nd S ta rte c

Globa l Ope ra ting Compa ny s ha ll, within 60 da ys  of the  e ffe ctive  da te  of this  De cis ion, file  with

Docke t Control a s  a  complia nce  ite m in this  docke t, e ithe r a  s ta te me nt tha t a ll Arizona  cus tome r

de pos its  a nd pre pa yme nts  a re  e xclude d from e ncumbra nce , or copie s  of the  pe rforma nce  bond or

irre voca ble  s ight dra ft le tte r of cre dit in the  a mount of the  cus tome r de pos its  a nd pre pa yme nts , a nd

provide  the  origina l pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit to the  Commiss ion's

Business  Office  for sa fekeeping.

19

20
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Commiss ion to be  a ffixed a t the  Capitol, in the  City of Phoenix,
2008.

IN W ITNE S S  W I-IE R E O F ,  1 ,  DE AN s .  MILLE R ,  In te rim
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
ha ve  he re unto se t my ha nd a nd ca use d the  officia l s e a l of the

this<;9'I*day of

44%/%
INTERIM EXECUTWE DIRECTOR
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S ERVICE LIS T FOR: MATRIX TELECOM, INC., AMERICATEL CORPORATION
and STARTEC GLOBAL OPERATING COMPANY
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Michael W. Patten, Esq.
ROSHKA, DEWULF & PATTEN, PLC
One Arizona Center
400 East Van Buren, Suite 800
Phoenix, Arizona 85004

Chris tophe r C. Ke e le y, Chie f Couns e l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007
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Ernest G. Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007
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